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OATH OR AFFIRMATION

I, Mark F. Butler , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Haggett, Longobardi & Co., LLC

as of

19 are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

President

OD0F 0O ODODQDRMRE

Notary Public

Q ROSA TRALLI f
. . NOTARY. PUBLIC
/ \a S \—4 aalls — MY COMMISSION EXPIRES 0°T. 31 20gs

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor s Capital.
(D) Statement of Changes in Liabilities Subordirated to Claims of Creditors.
(2) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Public Accountants
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Butler & Company, Inc.

We have audited the accompanying statements of financial condition of Butler &
Company, Inc. as of December 31, 2001 and 2000, and the related statements of
(loss) income, changes in retained earnings and cash flows for the years then ended
that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Butler & Company, Inc. as of December 31, 2001
and 2000, and the results of its operations and its cash flows for the years then
ended in conformity with accounting principles generally accepted in the United
States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule 1 is presented
for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial

statements taken as a whole. /
fly et bl v Loy b

February 19, 2002



BUTLER & COMPANY, INC.

STATEMENTS OF FINANCIAL CONDITION

December 31, 2001 and 2000

Current assets
Cash and cash equivalents
Marketable securities

Property and equipment, at cost
Vehicles
Office equipment

Less accumulated depreciation

LIABILITIES AND EQUITY

Current liabilities
Income taxes

Long-term liabilities
Stockholder loan

Equity

Common stock, no par value; 1,000 shares authorized,

ASSETS

764 shares issued and outstanding

Paid-In capital
Retained earnings

2001 2000
$26,125 $96,735
114,187 90,863
140,312 187,598

45,159 -
8,864 8,864
54,023 8,864

(11,536) (6,844)

42,487 2,020
$182,799 $189,618
$250 $13,963
36,980 14,831
764 764
117,143 117,143
27,662 42,917
145,569 160,824
$182,799 $189,618

The accompanying accounting policies and notes are
an integral part of the financial statements.
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BUTLER & COMPANY, INC.

STATEMENTS OF (LOSS) INCOME

For the Years Ended December 31, 2001 and 2000

2001 2000
Revenue
Commissions $22,993 $21,502
Net investment (loss) gain (17,092) 50,471
Interest and dividends 4,614 3,812
10,515 75,785
Expenses
Advertising 7,222 1,270
Professional fees 5,185 5,211
Depreciation 4,692 433
Commissions 3,361 8,095
Fees and dues 2,174 2,707
Bank charges 947 904
Utilities and telephone 537 3,264
Margin interest expense 336 1,212
Office 173 3,712
Insurance 150 150
Property taxes 106 -
24,883 26,958
(Loss) income before taxes (14,368) 48,827
Income taxes (887) (15,578)
Net (loss) income $(15,255) $33,249

The accompanying accounting policies and notes are

an integral part of the financial statements.
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BUTLER & COMPANY, INC.

STATEMENTS OF CHANGES IN RETAINED EARNINGS

For the Years Ended December 31, 2001 and 2000

Additional

Common Paid-In Retained Total

Stock Capital Earnings Equity

Balance, January 1, 2000 $764 $117,143 $9,668  $127,575
Net income - - 33,249 33,249
Balance, January 1, 2001 764 117,143 42 917 160,824
Net loss - - (15,255) (15,255)
Balance, December 31, 2001 $764 $117,143 $27.662 $145,569

The accompanying accounting policies and notes are

an integral part of the financial statements.
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BUTLER & COMPANY, INC.

STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2001 and 2000

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss) income
Adjustment to reconcile net income to net cash (used
in) provided by operating activities:
Depreciation
(Increase) decrease in:
Marketable securities
Commission receivable
Increase (decrease) in:
Accrued income taxes
Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in stockholder loan

Net (decrease) increase in cash
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION

Cash paid during the year for income taxes

2001 2000
$(15,255) $33,249
4,692 433
(23,324) 26,272
- 1,749
(13,713) 13,713
(47,600) 75,416

(45,159) -

22,149 4,825
(70,610) 80,241
96,735 16,494
$26,125 $96,735
$14,600 $1,865

The accompanying accounting policies and notes are
an integral part of the financial statements.
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BUTLER & COMPANY, INC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Butler & Company, Inc. (the Company) is a NASD member broker-dealer and SEC
registered investment advisor. The Company, through its registered representatives,
offers and sells mutual funds and publicly traded securities.

Basis of Accounting

The Company utilizes the accrual basis of accounting. Commission revenue and
related expenses are recorded on a settlement date basis, which is generally one to
three business days after trade date for securities sold to customers.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all investment
instruments purchased with a maturity of three months or less to be cash
equivalents. At December 31, 2001 and 2000, cash equivalents were $7,909 and
$87,643, respectively.

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts which, at times, may
exceed federally insured limits. The Company has not experienced any losses in
such accounts. The Company believes it is not exposed to any significant credit risk
on cash or cash equivalents.

Net Capital Requirements

The Company is subject to the net capital provisions of Rule 15¢3-1 of the Securities
Exchange Act of 1934, which requires the maintenance of minimum net capital as
defined under such provisions, and requires that the ratio of aggregate indebtedness
to net capital be less than 15 to 1.

Reserve Requirements

The Company is exempt from the requirements relating to cash reserves and
possession or control of customers securities under Rule 15¢3-3 of the Securities
Exchange Act of 1934.



BUTLER & COMPANY, INC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Marketable Securities

The Company classifies its marketable equity securities as "Trading Securities.”
These securities are carried in the financial statements at fair value.

Property and Equipment - Depreciation

Depreciation of property and equipment is recorded on the straight-line basis for
financial reporting purposes over the estimated useful lives of the assets. Estimated
lives for financial reporting purposes are as follows:

Asset Estimated Lives
Office equipment 7 years
Vehicles 5 years

Expenditures for repairs and maintenance are charged to expense as incurred. For
assets sold or otherwise disposed of, the cost and related accumulated depreciation
are removed from the accounts, and any resulting gain or loss is reflected in income
for the period.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Actual results may differ from those estimates.
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BUTLER & COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

(1) Net Capital Requirements

As a broker-dealer, the Company is subject to the net capital rule adopted and
administered by the Securities and Exchange Commission. The ruie prohibits a
broker-dealer from engaging in securities transactions at any time when its
aggregate indebtedness exceeds fifteen (15) times its net capital, under those terms
as defined by the Securities and Exchange Commission. A broker-dealer may also
be required to reduce its business if its net capital ratio should exceed twelve (12) to
one (1) and may be prohibited from expanding its business if the ratio exceeds ten
(10) to one (1). As of December 31, 2001 and 2000, the net capital was $86,006
and $145,175, respectively. This represents an excess of $81,006 and $140,175
over required minimum net capital of $5,000 for National Association of Securities
Dealers, Inc. as of December 31, 2001 and 2000, respectively.

(2) Liabilities Subordinated to Claims of General Creditors

There are no borrowings under subordination agreements at December 31, 2001
and 2000.

(3) Income Taxes

It is the policy of the Company to report income substantially on the same basis for
tax and financial reporting purposes. Income taxes incurred for the years ended
December 31, 2001 and 2000 were $887 and $15,578, respectively.

(4) Stockholder Loan

2001 2000
Demand note payable to stockholder. There is
no stated interest rate or repayment term. $36,980 $14,831
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INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

To the Board of Directors of
Butler & Company, Inc.

We have audited the accompanying financial statements of Butler & Company, Inc.
as of December 31, 2001 and 2000 and for the years ended December 31, 2001 and
2000, and have issued our report thereon dated February 19, 2002. Our audit was
conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule 1 is presented for
purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by rule 17a-5 of the Securities
Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion,
is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

%5,77‘ g»a,ém@eﬂd‘/ Lo

February 19, 2002



Schedule 1
BUTLER & COMPANY, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF

THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2001 and 2000

10

2001 2000
NET CAPITAL
Total equity $145,569 $160,824
Deduct equity not allowable for net capital (69,563) (15,649)
Total equity qualified for net capital $86,006 $145,175
COMPUTATION OF BASIC NET CAPITAL
REQUIREMENT
Minimum net capital required for broker $5,000 $5,000
Excess net capital $81,006 $140,175
Net capital requirement $5,000 $5,000
Net capital deficiency None None
RECONCILIATION WITH COMPANY'S
COMPUTATION (included in Part lIA of Form X-
17A-5 as of December 31, 2001 and 2000)
Net capital, as reported in Company's Part lIA
(Unaudited) focus reports $108,783 $157,474
Audit adjustment (22,777) (12,299)
Net capital per above $86,006 $145,175
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To the Board of Directors of
Butler & Company, Inc.

In planning and performing our audit of the financial statements and supplemental
schedule of Butler & Company, Inc. (the Company), for the year ended December
31, 2001, we considered its internal controls, including control activities for
safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company
including tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the foliowing:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section
8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining
internal control and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by management
are required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC’s
above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions
are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

11



Board of Directors
Page Two

Because of inherent limitations in internal control or the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of
any evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in
internal control that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal control components
does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securities, that we consider to be

v material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the SEC to be
adequate for its purposes in accordance with the Securities Exchange Act of 1934
and related regulations, and that practices and procedures that do not accomplish
such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2001 to meet
the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by anyone other than
these specified parties.

/%8-«7% d@a&t%' »170& Lt

February 19, 2002
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